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SUMMARY

The Supreme Court of New Mexico held that the Tax Administration Act requires each taxpayer
seeking a tax refund to individually exhaust administrative remedies before challenging the tax in
court. The court rejected vicarious or virtual exhaustion and held that the futility doctrine does not
excuse compliance with the Act's clear exhaustion requirement. It reversed the Court of Appeals and
affirmed the denial of class certification because the district court lacked subject matter jurisdiction
over proposed class members who had not individually exhausted their remedies.
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QUESTIONS PRESENTED

1. Whether the Tax Administration Act requires each taxpayer individually to exhaust administrative
remedies before challenging the constitutionality of a tax in court.

2. Whether New Mexico courts should recognize vicarious, virtual, or representative exhaustion for absent
members of a tax-refund class when the named plaintiffs have exhausted their own administrative
remedies.

3. Whether the futility doctrine excuses individual exhaustion under the Tax Administration Act when the
Department lacks authority to decide the constitutional issue or is expected to deny identical claims.

4. Whether Rule 1-023 NMRA permits class certification despite the Tax Administration Act's subject
matter jurisdiction requirement.

HOLDINGS

1. The Tax Administration Act requires each taxpayer to individually pursue the statutory administrative
remedy, including filing an individual refund claim, before challenging tax liability or the
constitutionality of a tax in court.

2. New Mexico does not recognize vicarious, virtual, or representative exhaustion in a tax-refund class
action under the Tax Administration Act.

3. The futility doctrine does not excuse the individual exhaustion requirement where the Tax
Administration Act contains a clear legislative command requiring exhaustion.

4. The district court lacks subject matter jurisdiction over proposed class members who have not
individually exhausted administrative remedies, and Rule 1-023 NMRA cannot overcome that
jurisdictional limitation.

KEY QUOTATIONS

“Thus, not only is the exhaustion requirement of Section 7-1-22 a precondition to subject matter jurisdiction,
as was held in Neff, 116 N.M. at 244, 861 P.2d at 285, but it also requires exhaustion by each individual
taxpayer.” (1002-03)

“Therefore, we hold that the futility doctrine has no force in the context of the Tax Administration Act, in the
face of the clear legislative command found in Section 7-1-22.” (1004)

“Each member of the class must individually exhaust, and only after individual exhaustion by each class
member could the district court have jurisdiction over the class.” (1004)

“Therefore, we reverse the Court of Appeals and affirm the holding of the district court.” (1005)



FACTUAL BACKGROUND

Three interstate trucking companies sought refunds of four New Mexico road-related taxes and fees paid from
1997 through 2000, asserting that the assessments violated the Commerce Clause. The Department granted some
refund claims for 1999 and 2000, denied older claims as untimely, and denied claims concerning the Motor
Vehicle Division administrative fee. Approximately twenty-five additional trucking companies filed similar
claims, but the proposed class was estimated to include more than three thousand companies, many of which had
not filed individual refund claims or otherwise exhausted administrative remedies.

PROCEDURAL HISTORY

Three interstate trucking companies filed administrative refund claims challenging certain New Mexico taxes
and fees on Commerce Clause grounds. After exhausting their own administrative remedies, they filed a class
action and sought certification. The district court denied certification because unnamed class members had not
individually exhausted administrative remedies and the court therefore lacked subject matter jurisdiction over
their claims. The Court of Appeals reversed, holding that the named plaintiffs' exhaustion could provide virtual
exhaustion for absent class members. The Supreme Court reversed the Court of Appeals and affirmed the district
court.

DISPOSITION

reversed
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